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Abstract: The North Cyprus economy has been under economic embargoes for many years, and 
has been struggling to eradicate the income difference with the south of the island with extremely 
limited  facilities.  Successive  governments  have  accordingly  developed  distinctive  responses  to 
cope with these difficulties.  The paper examines these features of the North Cyprus economy with 
a  particular  emphasis  on  its  response  to  economic  embargoes.  The  paper  also  examines  how 
important economic embargoes would be (or have been) in the North Cypriot economy.  For this 
purpose total economic growth is decomposed with respect to different components of demand.  
The results show that despite the presence of embargoes, external demand and the availability of 
import flows are detrimental factors for economic growth.  Also domestic final demand is an 
equally important source of growth in the North Cyprus economy. 
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Scenario  I:  It  is  assumed  that  the  economy  demands  no  (domestic  and 
imported)  intermediate  goods  provided  by  a  given  industry  for  the  use  of 
overall domestic production in the economy, and the economy is assumed to be 
exposed to output losses accordingly.   This is also the case in North Cyprus 
where economic embargoes would exercise trade restrictions on the availability 
of imported intermediate goods, and would cause output losses in response.   
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Scenario II: Any selected industry demands no intermediate goods produced 
by the other industries in the economy in response to an increase in the final 
demand  for  the  output of  the  selected  industry.  With  this  scenario,  it is  also 
examined how dependent the output level of the overall economy is on the use of 
intermediate goods of this selected industry.  In the absence of their demand for 
imported inputs, we are able to understand how significant a likely restriction 
would be on the usage of imported inputs by this industry. 
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Table 1 – Selected macroeconomic indicators 
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Table 2 – Sectoral composition of GDP (%) 
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Figure 2 – Imports by origin 
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Figure 4 – The number of students in the higher education system in North 














          
Table 3 – The Shares and Growth of Sectoral Output (%) 
   
 
Output Growth (1990-1998)   
 
Shares of Sectoral Output 
    Overall 
Period 
Annual*    Initial Year  Terminal 
Year 
                                       
                                                           
                                            
                                           
                                         
                                  
                                                
                                         
                                          
                                                
                                                                 
                                            
                                    
  Total  48.3  5.0    100  100 











Table 4 – The Contribution of Each Growth Component 






      




        
 
       
                
             
       
                
             
      
 
 
           
           
   Agriculture      +++++            +++++ 
   Quarrying of stone, sand and clay  +++++  +++++                +++++ 
   Manufacturing              +++++         
   Electricity-Water         +++++              +++++ 
   Construction                   
   Trade  +++++             
   Hotels-Restaurants     +++++          
   Transportation  +++++             
   Communication                  
    Financial services                  
    Higher education and other services     +++++          
    Public services                   
    Housing                  
                                           Total 
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Table 5 - Overall output effects of imposing a binding constraint on the use of 
intermediate inputs (%) 
      Scenario I    Scenario II 
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Table 6 – Overall output effects of imposing a binding constraint on the use 
of imported inputs  
    Scenario I     
Scenario II 
       1990  1998     1990  1998 
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